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Executive 



Privatization is one of the main global trends in higher education. Aspects of privatization include 
the development and expansion of private institutions, increased reliance of public institutions on 
private funding, and the operation of the institutions in a businesslike manner. The rapid spread 
of privatization in higher education systems of the world and the growing variation of its forms 
and practices raise a set of complex questions for researchers, practitioners, and policymakers 
in education. Should the government or other educational authorities be involved in regulating 
privatization processes? If so, to what extent is this involvement justified? Should the government 
encourage or discourage privatization in higher education? Should it support some forms of 
privatization and curb the development of others? 



This paper examines privatization issues in the context 
of four countries: Brazil, Mongolia, the Netherlands, and 
Ukraine. The countries’ experiences are quite different 
from each other, which helps illustrate different aspects of 
privatization. This examination identifies some common 
problems with privatization in these countries and the ways 
in which these problems are being addressed. Findings 
include the following: 

• Some governments (Brazil, Ukraine) are actively involved 
in the regulation of privatization; others (the Netherlands) 
allow higher education institutions and independent agencies 
to regulate their activities; still others (Mongolia) leave 
regulation to the market. 



and cost-recovery mechanisms: tuition and fees, and student 
loans. Proprietary higher education does not play a significant 
role in more developed countries such as the Netherlands. 

• The privatization process in higher education seems to take 
on a more conservative (Brazil) character or a more liberal 
one (Mongolia, Ukraine), depending on whether privatization 
is encouraged or discouraged in the broader economy. 

Although countries differ in the significance of privatization, 
it occurs to some degree in all of them. It is necessary to 
recognize the growing importance of the private sector in 
higher education globally. ^ 



The most widespread forms of privatization in developing 
and postcommunist countries are private higher education 
institutions, with a particular focus on proprietary institutions 
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Introduction 



Privatization is one of the main global trends in higher education. It is generally understood 
as the intensive development and expansion of private institutions, increased reliance of public 
institutions on private funding, and operation of the institutions in a businesslike manner. 



The rapid spread of privatization in higher education systems 
of the world and the growing variety of forms and practices 
raise a set of complex questions for researchers, practitioners, 
and policymakers in education. The following questions may 
be the most challenging: 

• Should the government or other educational authorities 
be involved in regulating privatization processes in 
higher education, or should they create a quasi-market 
environment and leave the regulation to market forces? 

• If the government should be involved in regulating 
privatization, to what extent is this involvement justified; 
that is, how much and what sort of regulation is necessary 
for different types of privatization? 

• In general, should the government encourage or 
discourage privatization in higher education? Should it 
support some forms and curb the development of others? 
Are there “good” or “bad” forms of privatization? 

The variety of forms and practices makes it difficult to identify 
them as “privatization,” decide whether they are beneficial or 
detrimental, and develop suitable government policies toward 
them. Privatization can be total or partial. It can mean absolute 
withdrawal of government funding of institutions or a move from 
full to partial funding, as in quasi-privatization. 1 The experience 
in many Asian countries involves total privatization; in Eastern 
Europe and Africa, quasi-privatization is more common. 2 



1 N. V. Varghese, Private Higher Education in Africa, UNESCO, 2004. Available at www.unesco.org/ 
iiep/PDF/pubs/PrivatH EAfr.pdf. 

2 National Education Association (NEA), “Higher Education and Privatization,” NEA Update. 10(2) 

(March 2004). Available at http://www2.nea.org/he/heupdate/images/vol10no2.pdf. 



Researchers and practitioners recognize the following forms 
of privatization. 

Private institutions: Some countries (e.g., the United 
States) have a long history of private sector development. In 
others (e.g., in Latin America), the private sector appeared 
a half century ago but saw its greatest increase in the last 
decade of the 20th century. In many parts of the world (e.g., 
Africa and postcommunist Europe), private education is a 
recent phenomenon. The private sector includes non-profit 
institutions as well as for-profit or proprietary ones. Propri- 
etary institutions — with their market-driven and profit-seeking 
behavior, centralized and businesslike management systems, 
and weakened academic culture — are considered to be the 
pure form of privatization. 

Privatization as cost-sharing: The cost of higher education 
may be fully or partially shifted from the state to the consumer, 
who pays tuition. In a parallel process, the state decreases 
direct funding to institutions and increases student financial aid. 
Thus, there are two forms of cost-sharing: cost recovery and 
delayed payment. Cost recovery is the tuition and fees students 
pay for their education; delayed payment is state support 
through loans and scholarships, which students later repay. 3 

Privatization of services at public institutions: Privatiza- 
tion of services is a U.S. phenomenon that has not yet spread 
around the world. In this model, institutions contract with 
private agencies for the delivery of various services, such as 
vending, food, laundry, travel, bookstores, entertainment, and 
health care. The reasons for outsourcing include financial 
(cost savings and revenue generation), quality improvement, 



3 Varghese, 2004. 
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equipment (technological expertise), human resources and 
staffing solutions, and safety . 4 

Diversification of revenue sources and stabilization of 
income: To meet the challenges of state funding cuts and 
the necessity of keeping up with technological developments, 
institutions worldwide are encouraged to seek alternative 
income streams. These may include various services 
(consulting, research, training), rental of facilities, sale of 
assets, stock exchange operations with endowment funds, 
and production of goods. The more diversified the revenue 
sources of an institution, the more stable its financial state. 

Management efficiency: Privatization puts pressure on 
institutions to operate more efficiently, in a businesslike, 
market-oriented manner; employ professional managers; and 
respond to consumer demands. At the same time, privatization 
can erode traditional academic culture. The requirements 
of efficiency have forced institutions all over the world to 
reconsider their faculty employment policies and shift toward 
part-time, non-tenured positions. These employees are paid 
less than full-time, tenured professors and are less likely to 
participate in the management decision-making process . 5 

Corporatization of universities: As a measure of 
management efficiency, the trend toward corporatization 
can be observed among institutions that establish within 
their structure certain units that have financial and operational 
autonomy. Examples include the financial centers in many 
universities in Africa; the foundations created by public 
universities in the United States and Brazil (the aim of which 
is to raise money for university purposes); and the distance 
learning units of universities. 



Russia) and some U.S. states, are an example of public 
financing of the private sector. The principle of the money 
following the student levels the playing field between public 
and private institutions in their competition for students. 
Public money can also finance research, student loans, and 
grants at private institutions. 

All these forms of privatization have their supporters and 
opponents, and solving some problems may create others. 
The aim of this paper is to examine privatization issues in the 
context of four countries: Brazil, Mongolia, the Netherlands, 
and Ukraine. The authors identify common problems with 
privatization in these countries; describe the ways in which 
problems are being addressed; and suggest appropriate 
policy options. 

The paper is part of a series produced for the Global Policy 
Fellows Program, an initiative of the Institute for Higher 
Education Policy. The goal of the program is to bring together 
analysts from around the world who are interested in developing 
higher education policies that improve the opportunity for 
and success of higher education. Other topics in this series 
include financing higher education institutions and students, 
the transition between secondary and postsecondary 
education, and the role of higher education in developing 
work force skills . 6 ^ 



Publicly financed privatization: Voucher schemes for 
student financial aid, which are being implemented in many 
countries (e.g., Brazil, Kazakhstan, the Netherlands, and 



4 NEA, 2004. 

5 Ibid. 6 For more information about the program, see www.ihep.org/programs/global-policy-fellows.cfm. 
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